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The Bureau o f Business and Economic Research is the research and public
service branch of The University of Montana’
s School o f Business
Administration.
The Bureau is involved in a wide variety o f activities, including economic
analysis and forecasting; health care, forest products, and manufacturing industry
research; and survey research. The latest information about these topics is
published regularly in the Bureau’
s award-winning magazine, the Montana
Business Quarterly, which is partially supported by Wells Fargo.
The Bureau’
s Economics Montana forecasting system provides public and
private decision makers with reliable forecasts and analysis. These state and local area forecasts are the focus of the
annual series of Economic Outlook Seminars, cosponsored by First Interstate Bank, the Bureau, and respective Chambers
of Commerce in Billings, Bozeman, Butte, Great Falls, Helena, Kalispell, and Missoula.
The Montana Poll, a quarterly public opinion poll, questions Montanans about their views on a variety o f economic
and social issues. The Bureau also conducts contract survey research and offers a random-digit dialing program for survey
organizations in need of random telephone samples.
The Health Care Industry Research Program examines markets, trends, industry structure, costs, and other high
visibility topics in this important Montana industry.
Research on the forest products industry has long been an important part of Bureau operations. While emphasis is
placed on Montana’
s industry, the cooperative research with the U.S. Forest Service involves most of the Western states.
A recently-formed research consortium including the Bureau, the Forest Products Department at the University of Idaho,
and the Wood Materials and Engineering Laboratory at Washington State University addresses forest operations and
utilization problems unique to the Inland Northwest.
The Bureau, in cooperation with Montana Business Connections, recently expanded the scope of its ongoing wood
products manufacturing research to include all of Montana’
s manufacturing industries. Through this program, a
comprehensive statewide electronic information system will be developed.
Bureau personnel continually respond to numerous requests for local, state, and national economic data. Don’
t
hesitate to call on Bureau staff members if they can be of service to you.
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LOG HOMES

Montana’
s
Log Home
Industry
D evelopm ents O ver the
Last Three D ecades
by Charles E. Keegan III, A l Chase,
Steve Shook and Dwane D. Van Hooser

This research was supported in part by funds
provided by the Rocky Mountain Research
Station, Forest Service, U.S. Department of
Agriculture. The authors also appreciate the
support of the Inland Northwest Forest Products
Research Consortium.
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hich industry provides $100 million
in product from mostly insect- and
fire-killed timber, adds enormous value to that
timber, has dramatically increased in size over
the last few years as most other segments of
the timber-using industry in the West have
declined, employs more than five times as
many workers per volume o f timber used as
the remainder o f Montana’
s timber processors,
and is centered within a county that was
dramatically impacted by the fires o f 2000?
The answer: Montana’
s log home industry.
In the past decade, log home building has
becom e a significant segment o f the state’
s
forest products industry. While the log home
industry only processes about 2 percent o f the
state’
s harvest, it adds enormous value to that
timber and accounts for nearly 8 percent of
the wood products industry’
s employment and
sales.

Photo by Patrick O. Connell o f Rocky Mountain
Log Homes, Hamilton, Montana.

^

•»

O

'

\

«7 , Montana Businesslauarteriy/Winter jobo

A•
. :

Al ' * & & * & _ *

Zl " 4

,

.

LOG HOMES

Adding Value

since 1976, the Bureau o f Business and Economic Research
(BBER), in cooperation with the U.S. Rocky Mountain
Research Station’
s Inventory Monitoring and Evaluation
Program, conducts a complete census o f Montana’
s timber
processing industry. The initial census in Montana corre
sponded with the rapid expansion in the state’
s log home
industry in the mid-1970s. Four additional censuses give a
23-year detailed picture o f major developments and changes.
Data for years prior to 1976 come from various extension
reports, industry directories, and interviews with producers
(Montana Department o f Natural
Resources and Conservation,
1969 and 1973; Montana
Extension Service).

Adding more value to timber and other natural resources
has been a goal o f econom ic development specialists seeking
to improve the econom ic well-being o f rural communities o f
the western United States. By further processing natural
resources— or adding value— more work is done locally,
creating additional jobs.
Sawmills, which process timber into primary products like
lumber and ship it to more populous areas for further
processing, dominate Montana’
s wood products industry. In
this lumber manufacturing
process, value is certainly
captured and considerable
employment is generated. In
1998, for example, sawmills
processed 160 million cubic
feet (mmcf), or about 85
Commercial log home
percent o f Montana’
s timber
manufacturing in Montana
began in 1946 with a single plant
use, for which they paid about
$270 million delivered to their
located in Thom pson Falls— the
mills. The mills then sold the
National Log Construction
lumber and other products for
Company (Wichman et al.
$435 million, adding just over
1994). Eleven years later, a
$265 million, or $1.65 million/
Gallatin Gateway firm— M odel
mmcf o f timber processed
Log Homes— commenced
(Bureau o f Business and
operation. Production and sales
Economic Research, 2000,
figures are not reported prior to
and Western W ood Products
1960 due to the limited number
Association, 1999).
o f firms. During the 1960s, the
The log home industry,
industry experienced modest
however, adds more value and
growth with the addition o f five
employs more workers per unit
log home operations. By the end
volume o f timber processed
o f the decade, annual sales for
than any other segment o f
these firms were about $4 million
Montana’
s forest products
(expressed in 1998 dollars), and
industry. In 1998, log home
production was about 750,000
manufacturers paid about
lineal feet o f house logs annually
$20.6 million for 4.6 m m cf o f
(Table 1).
timber. They sold products for
During the 1960s and 1970s,
Photo by Patrick O. Connell o f Rocky Mountain Log
$99.9 million, adding approxi
a series o f fires and insect
Homes, Hamilton, Montana.
mately $70.3 million, or $15.3
epidemics in western Montana
million/mmcf o f timber
created an abundance o f dead
delivered.
lodgepole pine timber whose form, workability, relatively
The difference in value added between the log home
light weight, final stability, and other characteristics made
industry and most other timber processing manufacturers
an extremely desirable house log (Koch 1996). This raw
stems from the fact that the log home industry produces
material supply coincided with the interest in the region o f a
more than just a house log. The industry’
s major outputs are
number o f innovative entrepreneurs who believed that
custom-designed log homes or shells. The shells are often
house log processing and log home manufacturing would
constructed at the plant and then disassembled and shipped
make an excellent livelihood.
to the home site for construction. Furthermore, a com po
The establishment o f a number o f plants in Ravalli
nent o f the industry produces handcrafted or authentic log
County in the early 1970s ushered in a period o f rapid growth
homes requiring substantial numbers o f skilled workers.
centered in the Bitterroot Valley, which has become one of
Montana’
s log home industry has changed and grown
the major log home processing centers in the country. The
substantially in the last three decades. This article focuses on
number o f producers in Montana more than quadrupled
those changes and developments. Every five to seven years
during the 1970s (Table 1), as did output and sales. By 1981,

History
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industry, the log home segment is very labor
intensive and has become more so over the
past 25 years, largely because o f the high
degree o f product processing and custom
product designing. Also, hand-hewn homes
make up a larger portion o f the output of
Montana’
s industry than in its formative
years. To illustrate the relative degree of
labor intensity, full- time-equivalent
production workers at plants will be used
(Table 2).
In 1993 and 1998, the log home
industry employed an estimated 130 full
time-equivalent production workers per
million cubic feet processed at the mill.
This compares to Montana’
s sawmill and
plywood industries, which use about 95
percent o f the timber harvested in the state
and employ 15 to 30 production workers
per million cubic feet processed (FIDACS).
Furthermore, the number o f log home
workers processing a million cubic feet of
timber into marketable products more than
doubled between 1976 and 1998, with
growth in total full-time-equivalent
employees approximately twice the
increase in timber input. About 100
workers processed 2 million cubic feet of
timber in 1976. By 1998, 605 production
workers processed 4.6 m m cf (Table 2). The
increasing labor intensity is largely due to
the move toward custom designing and
hand-hewn homes.'
From 1993 to 1998, the number of
workers remained stable at about 130 per
million board feet o f timber processed,
primarily because o f the introduction of
some labor-saving technology such as
cranes and computerized log machining
equipment.

Photo by Kent Hane o f Tall Timber, Clinton, Montana.

28 plants in Montana were producing 4 million lineal feet of
house logs annually, with sales o f $18.7 million (in 1998
dollars). Growth continued during the 1980s and 1990s, with
1993 sales 3.5 times those o f 1981. From 1993 to 1998, the
number of log home plants increased from 59 to 75, with a 26
percent increase in lineal foot output and a 50 percent
increase in inflation-adjusted sales to $99.9 million (Table 1).

Employment
If the logging sector associated with log home timber is
included, the log home industry in Montana employs
approximately 850 full- and part-time employees— about 8
percent o f Montana’
s forest industry employment. C om 
pared to other sectors o f Montana’
s primary forest products

4
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T a b le 1
N u m b e r o f M o n ta n a L o g H o m e M an u fa ctu rers,
P r o d u c tio n , a n d S a le s V alu es, S e le c t e d Years

Year
1998
1993
1988
1981
1976
1972
1969
1960

Number of
Producers
75
59
38
28
19
5
5
3-5

Thousand Lineal
Feet of House
Log Output
6,813
5,322
5,500
4,000
3,000
500-1,000
500-1,000
500-1,000

Sales Value in
Thousands of
Constant ‘
98 $
99,946
65,636
41,065
18,737
18,961
4,100
4,100
4,100

LOG HOMES

Photo courtesy o f Garland Homes, Victor, Montana.

Market Regions
The expanding industry in the 1970s was focused on
Montana and the Rocky Mountain markets, which pur
chased about 60 percent o f the industry’
s output. In 1976,
the far western states bought an additional 20 percent, as
did the remainder o f the United States, with no sales
reported to other countries (Table 3). As the industry grew
and firms became more sophisticated, market areas ex
panded and shifted to take advantage o f changing market
conditions.
During the 1980s, a weak Rocky Mountain economy led
firms to focus on a much broader area— markets east o f the
Rocky Mountain region and in Japan and Southeast Asia. In
1988, the central, southern, and eastern U.S. markets
accounted for nearly 50 percent o f sales, while overseas
markets accounted for 7 percent o f the industry’
s gross sales.
Interestingly, in 1988 and 1993, Montana’
s log home
industry exported a larger proportion o f its total production
than any other component o f Montana’
s wood products
industry.
During the 1990s, the western U.S. economies and
markets improved dramatically, while Japan experienced a
very weak economy. Much o f the Asian economy fell into a

T a b le 2
F ull-T im e-E qu ivalent P r o d u c t io n E m p lo y m e n t in
M o n ta n a 's L o g H o m e In d u stry

Year
1998
1993
1988
1981
1976

Production
Thousand Cubic
Employment per
Total Production
Feet of
Million Cubic Feet of
Employment Timber Output
Timber Processed
605
130
4604
3980
132
526
100
404
4027
210
2719
74
103
2133
48

T a b le 3
S a le s D e s tin a tio n o f M o n ta n a L o g H o m e s
—Percentage o f Total Sales ValueMontana
Other Rocky Mountain States*
Far Westb
Other Destinationsc
Export

1998 1993 1988
23
20
13

31
21
25
<.5

28
16
32
4

1981

19
15
46
7

16
24
21
38
1

1976

23
37
20
20
0

'includes Arizona, Colorado, Idaho, Nevada, N ew Mexico, Utah, Wyoming.
b includes California, Oregon, Washington.
c includes North Central, Southern, and Eastern States.
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T a b le 4
V o lu m e an d S p e c ie s o f T im b e r U se d b y M o n ta n a
H o u s e L o g a n d Log H o m e M a n u fa ctu r e rs
-------- Species Percentage o f Total -

Thousand
Cubic Feet
Year
Processed
1998
4,604
1993
3,980
1988
4,027
1981
2,719
1976
2,133
a=less than.5percent

Lodgepole
Pine
53
59
65
62
95

Douglas
Fir
5
15
13
10

'-■
'•
vi.-v-

Ponderosa
Pine
a
1
1
8
0

deep recession beginning in mid'1997, and export sales
nearly disappeared, with less than 0.50 percent o f sales in
1998 outside the United States. Sales within Montana and
in other Rocky Mountain states increased in both 1993 and
1998, from 32 percent in 1988 to over 50 percent in 1998
(Table 3). The proportion o f sales to West Coast markets
also increased substantially in the 1990s.

Western
White Pine
1
1
1
3
1

Western
Larch
6
1
2
9
1

Western
Red Cedar
a
2
6
2
0

True Firs
6
a
0
4
a

Engelmann
Spruce
29
21
12
2
2

Raw Materials
The volume o f timber used by Montana’
s log home
industry has doubled since 1976, rising by more than 10
percent in the past decade (Table 2)— a stark contrast from
the remainder o f Montana’
s timber-using industry, which
has experienced a 30 percent decline in timber processed
and milling capacity due to a 70 percent decline in harvest

More House Logs, Less Lumber?
Why doesn't Montana's forest products industry
process more o f its harvested timber into house logs

Also, trees with attributes desired by the log home

instead o f lumber since house logs have such high value?

industry are often scattered, rather than concentrated,

For a couple o f reasons.

throughout the forest and the majority o f material used by

First o f all, the sawmill sector and the log hom e sector
often use different types o f timber. Secondly, log homes
are a specialized product.
Montana's sawmill sector—which uses m ost o f

the log hom e industry is a by-product o f timber harvests
to supply sawmills. Som e house logs are partially pro
cessed by the sawmill industry, with final processing then
don e at the log hom e facility.

Montana's timber harvest— currently processes over 30

The increasing price for h ouse logs may lead to

times m ore timber by volume than the log hom e sector.

expanded use o f green timber by the industry, causing

Log hom e builders and sawmills d o not use the same type

som e increased competition betw een the sectors.

o f timber and are generally not in competition in the

However, drying o f timber is expensive and presents a

timber market. In fact, log hom e manufacturers and

number o f technical difficulties, which could lead to

sawmills often have complimentary relationships.

considerable loss in log value.

House log producers have stringent specifications for
raw material logs, but they are not the same specifications
that sawmills require. House log producers use primarily
dead timber, while sawmills prefer green, or live, timber.
Timber processed for house logs can tolerate som e
defects, such as considerable checking (lengthwise
separations in the w o o d in a log), which w ould result in
considerable losses in value in lumber production at
sawmills. Timber for house logs generally has to meet

6

more stringent requirements related to log straightness.

Montana Business Quarterly/Winter 2000

While Montana's log h om e industry has grow n rapidly
with nearly $100 million in annual sales, questions remain
concerning the degree that it could expand by orders of
magnitude and remain sustainable.
Clearly, market forces have not supported a broad scale
shift in timber betw een the tw o sectors. Rather than
com pete with the sawmill sector for timber in the immedi
ate area, house log producers have broadened their supply
area enormously (Table 5).

LOG HOMES

Photo courtesy o f Alpine Log Homes, Victor, Montana.

from federal lands (FIDACS). The log home industry has
been able to continue to grow and increase slightly the
volume o f timber processed during this period by making a
number of adjustments related to the species and type of
timber used, its geographic and ownership source, and by
paying increasingly more for timber.
S p e c ie s
The industry’
s initial rapid growth in the 1970s was based
almost entirely on the use o f standing dead lodgepole pine
— either insect- or fire-killed. Standing dead lodgepole pine
was a desirable raw material for a number o f reasons,
including:
• Initially there were large volumes available because
lodgepole pine is a relatively short-lived species impacted by
fire and insects.
• It exists in relatively cool, dry environments and
therefore doesn’
t deteriorate rapidly, remaining standing for
long periods o f time drying or curing on the stump with little
rot or defect.
• Wood characteristics include straightness with little
taper and relatively light weight.
The industry continues to rely heavily on lodgepole pine,
with 53 percent o f 1998’
s input consisting o f lodgepole
(Table 4). However, quality log homes are presently
manufactured from several species. The major change has

T a b le 5
G e o g r a p h i c S o u r c e o f H o u s e L o g s R e c e iv e d b y
M o n ta n a H o u s e L o g a n d L o g H o m e M a n u fa ctu rers,
S e le c t e d Years

Source
Montana
Idaho
Canada
Other States

1998
37
20
23
20

Percent o f Total Receipts
1988
1981
1993
80
81
71
2
10
19
2
<.5
27
8
<.5
<.5

1976
100
<.5
<.5
<.5

Other states include Washington, Alaska, Wyoming, Utah and Oregon.

T a b le 6
O w n e r s h ip S o u r c e o f H o u s e Log T im b e r R e c e iv e d b y
M o n ta n a H o u s e Log a n d L o g H o m e M a n u fa ctu r e rs
Ownership Source
Private
National Forest
State
Tribal (US.)
Other Public
Other*
Unknown
Total

1998
24
47
<.5
<.5
<.5
23
__ 4_
100

— Perce nt of Total R<;ceipts—
1988
1981
1976
1993
19
17
39
27
53
78
57
73
2
<.5
3
<.5
1
<.5
<.5
<.5
<.5
<.5
<.5
<.5
2
27
<.5
<.5
<.5
<.5
<.5
<.5
100
100
100
100

* Canadiantimbermixtureofprovincial, tribal, andprivate holdings.
Montana Business Quarterly/Winter 2000
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been the increased use o f Engelmann spruce,
which represented 29 percent o f the industry’
s
timber input in 1998, up from 2 percent in
1976. Douglas-fir, western larch, and subalpine
fir have also increased substantially over the
years, from 1 percent or less in 1976 to about 5
percent each in 1998.
G e o g r a p h i c T im b e r S o u r c e
Limited availability o f timber and subsequent
increased competition has led to greatly
expanded timber supply zones for Montana’
s log
home producers. In 1976, virtually all the
timber used came from within the state, with a
one-way highway haul distance generally less
than 100 miles (Table 5). As the industry
expanded and the state’
s timber became more
limited, supply zones expanded to adjacent
states and provinces in Canada. But Montana
timberlands remained the major source o f
timber, and as recently as 1993, only 20 percent
o f the volume processed by Montana mills came
from sources outside the state. However, the
situation changed as timber availability tight
ened by 1998. Nearly two-thirds o f the
industry’
s timber came from outside o f the state,
with mills reaching as far away as Alaska and
logs being trucked more than 1,000 miles.
As Montana producers began reaching
outside o f the state to a greater degree, log
home producers in other states utilized more
timber harvested in Montana. As recently as
1993, only 2 percent o f Montana’
s house log
harvest left the state, mostly for mills in Idaho.
In 1998, however, 23 percent o f Montana’
s
house log timber harvest was processed outside
Montana’
s borders, with just under 90 percent
o f this going to Idaho mills.

Photos courtesy o f Custom Log Homes, Stevensville, Montana.
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T im b e r O w n e r s h ip
Surprisingly, and in spite o f substantial
declines in national forest harvests throughout
the West, national forest lands remain the largest
source o f timber for Montana’
s log home
industry. In 1998, the proportion o f timber from
national forests fell to under 50 percent, while in
other census years national forests supplied 53 to
78 percent o f the timber used to manufacture
house logs (Table 6). Private lands throughout
the United States have supplied log home
manufacturers with an average o f 25 percent of
the timber used— other U.S. public and tribal
timberlands have supplied less than 5 percent.
Various Canadian ownerships also supplied
24 percent o f timber receipts in 1998; substan
tial volumes o f Canadian timber also came to

LOG HOMES

the log home industry in 1988 but the other census years
reported only very small volumes from British Columbia or
Alberta.
T im b er P rices
House logs are one o f the most valuable timber products,
but this has not always been the case. In 1976, delivered log
prices for timber suitable for house log manufacturing
expressed in 1998 dollars were about $1000 per thousand
cubic feet (mcf) for a 34 foot 6-8 inch top diameter lodge pole pine house log. This price was substantially below the
mill-delivered prices paid for sawtimber o f about $1500/mcf.
The low price for house logs represents the fact that as the
industry was developing in the 1970s it was using a mate
rial— dead lodgepole pine— for which there was little or no
demand. By 1988, the price for house logs had risen to over
$2300/mcf (1998 dollars), far exceeding the mill delivered
price for sawtimber o f approximately $1250/mcf (FIDACS,
1976 and BBER Log Price Reporting System). Prices for
mill-delivered house log timber in 1998 averaged just over
$3,500/mcf, compared to an average o f $1900/mcf for
sawtimber.

Industry Outlook
G en eral O u tlo o k
A number o f industry representatives were recently
questioned about the outlook for Montana’
s log home
industry both by personal interview and a formal question
naire administered annually to the major producers. They
generally predicted modest increased production through
the next few years but said industry growth would be slower
than in the past, with new firms continuing to be small.
They expected gross sales and log home prices to continue
to increase, with profits remaining stable. Manufacturers
generally agreed that employee numbers would increase
moderately. Timber availability is expected to be the major
limiting factor and, overall, the majority o f Montana’
s log
home manufacturers expect increased competition for a
continually expensive raw material. Firms expect to con
tinue to expand the use o f timber species other than
lodgepole pine and to further recent innovations such as
kilns for drying whole green logs.

most o f the questions relate to the national forests. The
species most in demand by the log home industry— in
particular lodgepole pine, Engelmann spruce, and subalpine
fir— are most commonly found on national forest lands. The
timing and degree o f product recovery on these lands
remains in question. These questions are particularly
important in Ravalli County, the state’
s major log home
processing center, that saw fires bum hundreds o f thousands
o f acres o f timberland in that county and adjacent areas.□
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A re t h e Fires a n O p p o r t u n it y ?
The 2000 fire season, which saw over 900,000 acres bum
in Montana, does offer the possibility that increased volumes
of dead timber may be available. Fire-killed timber has and
can be used by the log home industry. However, the degree of
damage from the fire is a key factor in product potential. Light
fires that killed trees but did not bum deeply into the stem
can be processed easily. Severely burned timber is often
unusable because it contains charred wood in cracks and
checks, which can bleed and produce an unpleasant aroma.
As with questions related to overall timber availability,
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More Mergers and Acquisitions
are Expected for 2001
You Can B A N K O N I T
by Amy Joyner

I
eed to balance your checkbook, transfer funds to
^
^ another account, pay monthly bills, or conduct a
stock trade? You say it’
s midnight and you’
re nowhere near a
bank? Just pick up the phone or log in and take care o f all
your transactions at once. Banking is no longer the industry
it used to be.
The 21st century has brought banking by telephone and
the Internet. It’
s also brought continuing mergers and
acquisitions to financial institutions nationwide— including
Montana. For some smaller banks, the only way to remain
competitive is by merging resources to finance new technol
ogy, many banking executives say.
People don’
t want to spend their lunch hour waiting in
line at the bank anymore. They want fast, easy, convenient
access to their money. But the technology that provides that
kind o f access doesn’
t com e cheap.
“
You look for critical mass and economies o f scale in
order to purchase technology,”explains Mick Blodnick,
president and chief executive officer o f Glacier Bancorp Inc.
“
In many respects, it is becoming an issue o f size to offer
certain products and services that have com e to be expected
by many customers.”
Glacier Bancorp is the parent company o f Glacier Bank’
s
14 full-service Montana offices.
With the pending acquisition o f WesterFed Financial
Corporation in Missoula, Glacier Bank will combine many
repetitive back-office functions. “
There’
s no question that it
is a benefit from a profitability perspective and a customerservice perspective,”Blodnick says.
WesterFed Financial Corporation is the holding company
for Montana’
s largest savings bank, Western Security Bank,
which operates 27 offices in 14 Montana communities. Next
spring the merger is expected to be complete, and, Blodnick
points out, “
That makes us the largest publicly traded
banking company in the Inland Northwest.”
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Also citing technology costs as a main factor in bank
mergers and acquisitions is Joy Ott, regional president for
Montana’
s Wells Fargo operations, formerly Norwest Bank.
“
Our industry can’
t keep up with compliance requirements.
Especially the difficulties with e-commerce,”she explains.
Yet, O tt predicts, “
the industry as a whole will continue
down the merger road.”
Another reason for the increasing number o f mergers across
Montana is that the law prohibiting interstate bank branches
is coming to an end.
Jim Drummond, president o f Bozeman’
s First Security
Bank, says, “
I do believe some o f the larger organizations in
Montana are getting into a possibility where they are going to
be interesting to out-of-state groups.”The law outlawing outof-state branching into Montana ends next year, and
Drummond doesn’
t see strong interest among legislators for an
extension.
The law did not apply to the Norwest/Wells Fargo transac
tion because the banks merged; they did not branch into
Montana.
In this article, the Montana Business Quarterly presents a
rundown o f bank mergers and acquisitions that have taken
place in Montana this past year. We’
ve also included some
professional assessments for the future o f banking across the
Big Sky state.

Norwest Changes to Wells Fargo
The picture shows a Wells Fargo stagecoach heading—
probably— toward a nearby town. The ad reads, “
Get Ready
Montana—T h e Next Stage in Banking Has Arrived.”The
signs have now been replaced on all Norwest Bank buildings
in Montana, calling out the name Wells Fargo Bank.
Though this may be the change most visible to Montanans,
it is only one o f the changes experienced by the more diversi
fied financial services company that Norwest has become, says
Joy Ott, a regional president working in Billings. “
We’
ve had
38 mergers from a corporate standpoint in the past year-and-ahalf.”
The University o f Montana master’
s o f business administra
tion graduate, who has been with Norwest her entire career,
calls it a “
merger o f equals.”Norwest took over Wells Fargo
and kept the Wells Fargo name for its brand value and its early
beginnings in Montana. Monies from the California gold rush
came through Montana’
s Wells Fargo Bank en route to eastern
states.
Ott says that Norwest customers were more anxious for the
change than banking executives were, and the system conver
sion had no negative impact. Nearly 800 consumer-finance

stores in 47 states now operate under the Wells Fargo
Financial name. Norwest Financial Inc., an $11.7 billion
consumer finance company headquartered in Des Moines,
Iowa, now operates as Wells Fargo Financial.
In addition to pooling resources, another bonus is the
nationwide reach o f Wells Fargo, O tt says. This allows a
customer with a bank account in New York, for instance, to
complete banking transactions when visiting Los Angeles.
More changes include the addition o f 163,000 banking
households through the acquisition o f National Bancorp of
Alaska. And another 1.5 million banking households have
com e on board with the merger combining Wells Fargo with
First Security Corporation, headquartered in Utah.
And the trend continues. “
We are not stopping the acquisi
tion mode,”O tt says. “
But we are being very careful so our
stock value won’
t be diluted from a shareholder’
s perspective.”
“
The industry as a whole will continue down the merger
road,”she states. She further estimates that in five to 10
years, the United States banking industry could mirror the
European Economic Community with just a handful o f major
banks.
Even then, O tt is sure the market will remain open for
independent banks that provide local services.

Glacier Bank to Acquire
Western Security
Last September, Glacier Bancorp Inc. announced that it
will acquire WesterFed Financial Corporation for a combina
tion o f cash and stock in a transaction valued at approxi
mately $95 million. The combined company will be the
largest publicly traded bank-holding company headquartered
in the Inland Northwest, with approximately $2.2 billion in
assets.
A Glacier press release states that initially WesterFed’
s
banking subsidiary, Western Security Bank, will continue to
operate with certain administrative functions consolidated.
Over time, the offices o f Western Security Bank located in
western and central Montana will be integrated into Glacier’
s
various commercial banking subsidiaries based on logistical
and efficiency considerations, bank officials say. The acquisi
tion should close in the first quarter o f 2001.
“
The acquisition o f WesterFed complements our organiza
tion and will further strengthen our presence in key markets
throughout Montana,”says Mick Blodnick, president and
chief executive officer o f Glacier Bancorp Inc. “
In addition,
WesterFed provides the opportunity to extend Glacier’
s
community-style banking to a much larger base o f customers.
Together with our announcement to purchase seven offices in
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Banks Adjust to Market Changes
Montana's bank regulators have been busier
than ever for the past few years, and the pace
doesn't show any sign o f slowing, says the
deputy commissioner o f Montana's Division of
Banking and Financial Institutions.
"Banking is changing," says Chris Olson.
"Back in late 1970s, the Carter administration
started deregulating banking. From the Depres
sion until that point, the federal and state
governments controlled interest earned and
paid. Controls started goin g away. This opened
banking to market pressures. It took a long time
for markets to adjust to the new freedoms."
Olson's office, part o f the Montana Depart
ment o f Commerce, works closely with the
Federal Reserve Bank and the Federal Deposit
Insurance Corporation in regulating, chartering,
and licensing Montana banks.
These new freedoms have affected the way
banks operate. Deposits can n ow be made to a
bank, credit union or savings and loan. Also,
brokerage firms can n ow offer similar services
like checking and money market savings
accounts. That is in addition to the 40IK and IRA
accounts usually handled by those firms, Olson
says.
"With the loss o f deposits, banks are having
to change the way they fund their operations to
make loans. Regulations for consumer protec
tions affect the way banks conduct business.
...Each little bitty bank can't justify having a full
time compliance officer on staff," he explains.
Some seek consolidation to offset that cost, as
well as new technology costs. "It's not com pel
ling, but considered," Olson says.
Before a new law was enacted in 1989,
branch banking was prohibited in Montana for
many years, Olson explains. Earlier in the
century, branching was allowed under very
limited terms. The law was loosened further in
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1991, and additionally in 1993 and 1995.
The law was eventually changed to permit
statewide branching for banks located in Mon
tana, Olson says. In 1989, Olson remembers,
com m only ow n ed banks wanted to m erge and
expand only into western Montana, "where things
are happening."
"Branching created a market that wasn't in
existence at the time," he adds. "For certain
institutions, it gave them a little more o f a value."
Prior to 1989, banks had tw o options. They
could apply for a new bank charter, which was
time-consuming and costly. If approved, Olson
says, the bank had to hire staff and start a new
bank in an existing building or construct a new
location.
The secon d option was to buy an existing bank,
he adds. And first, the bank had to file an applica
tion for a change o f control with the FDIC or
Federal Reserve, whichever federal entity regulated
the bank.
"Now, with the ability to g o anywhere, open a
branch anywhere, banks are saving time and
money," he says. "Still, there's a need to build
deposits and loans."
What about the potential dow nsides o f
branching? Olson says that som e are perceptual,
while others may be real. "There could b e lost
jobs, a loss o f higher paying jobs," he says.
"There are fewer [bank] presidents. ...a loss of
local control," he says. To check on a bank
account, a customer may have to dial a toll-free
number and speak with a representative w ho
doesn't know the customer or the problem. This
doesn't often happen in m ost o f Montana's
community banks.
"In a lot o f smaller tow ns in Montana, the bank
is the real cornerstone o f the community," Olson
insists. "They keep the tow n viable. It's a lot easier
to close a branch than close a bank."

BANKING

Idaho and Utah from Wells Fargo & Co. with approxi
mately $185 million in deposits, this will truly expand our
market share and the number o f customers we serve.”
Ralph Holliday, president and C E O o f WesterFed
Financial Corporation, is under contract to continue as
president and chief executive officer o f Western Security
Bank during the transition. Holliday comments, “
The new
larger Glacier franchise will provide our organization with
the ability to provide more banking products and services
to our customers, as well as accelerating our transition to a
commercial lending organization.”
Western Security Bank, which is Montana’
s largest
savings bank, operates 27 branch locations in 14 Montana
communities and employs more than 300 people.
WesterFed Financial is headquartered in Missoula. Glacier
Bancorp Inc. is headquartered in Kalispell.
Blodnick explains, “
Western Security overlaps markets
[with Glacier Bank]. We felt we could improve the market
share in the towns we’
re in rather dramatically.”
Since applying to, and receiving approval from, the
Federal Reserve Bank in Minneapolis and the State
Banking Commission, Glacier officials have also been
working with banks in Utah and Idaho that will becom e
part o f the Glacier family in spring 2001.
Glacier Bancorp Inc. is one o f the largest financial
institutions in Montana with assets o f more than $1
billion. W hen the transactions close with WesterFed, and
in Idaho and Utah, Glacier’
s numbers will increase to
approximately $2.2 billion in assets.
Early in 2000, shareholders o f Mountain West Bank of
Coeur d’
Alene, Idaho, approved its sale to Glacier
Bancorp Inc. Blodnick said Mountain West will continue
to operate under its existing name and locations, keeping
its existing local board o f directors and management.
Mountain West Bank in Idaho has no affiliation with
Mountain West Bank NA, with headquarters in Helena and
branches in Great Falls and Missoula.
Blodnick adds: “
As far as the new structure, each inde
pendent community bank will remain open. We will be
keeping decisions and responsibilities at the community
level. We pretty much have the best o f both worlds.”
When all mergers are complete in spring 2001, Glacier
Bancorp Inc. will have Montana banks in Kalispell, Whitefish, Bigfork, Columbia Falls, Libby, Poison, Eureka, Cut
Bank, Helena, Billings and Butte. First Security Bank of
Missoula will add three more offices, as will Valley Bank of
Helena. Big Sky Western also has three locations; Mountain
West Bank has five locations in Idaho.

Valley Bank o f Ronan has acquired the Thompson Falls
branch o f Glacier Bank, while Ravalli County Bank in
Hamilton now has Glacier’
s Hamilton branch.
With his 38 years o f banking experience, Holliday
expresses confidence in the industry, saying: “
I think the
future is good. .. .1 am not saying bigger is better. There is a
place for the small community bank; there is a place for the
credit unions.”
There was a long-held theory, he says, that banks were
too big to merge, too big to fail. But even with all the
mergers and acquisitions, he insists that the public shouldn’
t
look upon those banks being absorbed as failures.
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Three Forks Seeing
Numerous Changes
Three different banks have announced plans to open
soon in Three Forks, a west Gallatin Valley town o f 1,500
and a one-bank town for decades.
Officials o f Inter-Mountain Bancorp Inc., the holding
company for First Security Bank-Bozeman, have received
final approval from the Federal Reserve Bank to merge with
Three Forks Bancorporation Inc., owner o f Security Bank of
Three Forks. The merger will result in a locally-owned bank
with assets o f $250 million and branches in Three Forks and
Belgrade, as well as three locations in Bozeman.
In a press release, Jim Drummond, president o f First
Security Bank in Bozeman, states: “
This is a tremendous
opportunity for both banks and area communities. The
banks have a great deal o f customer overlap and our philoso
phies and community attitudes are alike.”
Security Bank o f Three Forks’name has changed to First
Security Bank, Three Forks. The merger o f their holding
companies took place last summer, while the bank level
merger was final in November 2000.
Jack Rochford, president o f Security Bank comments:
“
The merger o f the two banks will allow us to offer addi
tional products and services that we haven’
t offered in the
past. Security Bank customers will be able to conduct their
banking in Belgrade and Bozeman, as well as Three Forks.
Customers will also gain access to the First Security ATM
network throughout the Gallatin Valley and Big Sky, as well
as Internet banking, PrimeVest Financial Services, and
additional loan and deposit products.”Those products
include long-term home mortgages, and trust and escrow
services.
Because First Security Bank already had many customers
from Three Forks and is the predominant agriculture lender
in area, Drummond says the acquisition was ideal. With the
merger, the former Security Bank is now able to meet the
increasing loan demand in the area. Rochford’
s bank is now
capable o f loaning $3.7 million per loan. As other banks are
added to the First Security family, their assets may further
increase that amount, Drummond adds.
Rochford says, “
I didn’
t really have any interest [in
merging] until we saw the changes in banking— changes in
technology, Internet, sweep accounts ... credit line overdraft
protector.
“
I’
m not really a fan o f all the mergers happening. I’
m
afraid that with the little guy, some services will be lost,”he
says.
Rochford’
s bank employs eight people. Neither Rochford
nor Drummond anticipate any personnel changes.
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D ivisive In flu en ces N ibble at
B anking Industry
VERIBANC, a national com pany that rates the
safety and soundness o f banks, uses unbiased
assessments o f the financial condition o f all U.S.
federally insured banks, savings banks, thrifts, credit
unions and bank-holding companies. Their findings
sh ow that Montana's roughly 85 financial institutions
rank higher than national trends.
Of those banks, only tw o reported a net loss for
the first quarter 2000, which accounts for only 2.35
percent o f Montana's banks.
VERIBANC also notes that banks are continuing
their division into "large" and "small."
According to VERIBANC, large banks are increas
ingly characterized by standardized products,
large-scale and high profitability; small banks have
more customized offerings and less pressure to meter
each customer's contribution to profitability.

A new branch o f Manhattan State Bank also came into
Three Forks in mid-October, bringing 3.5 new jobs to the
community, which already made up 20 percent o f the bank’
s
customer base. This is Manhattan State Bank’
s second
branch location. The bank opened a branch in AmsterdamChurchill nearly two years ago.
Because the bank has operated a deposit-taking ATM
there for seven years, the Three Forks branch lets the bank
offer more customer service, as well as being an asset to the
community, says Ken Fenno, Manhattan State Bank presi
dent.
“
This is a good part o f Gallatin Valley to be in,”he adds.
Glasgow-based First Community Bank felt the same and
had also filed an application with the state to expand to
Three Forks. Their move began before Manhattan State
Bank had announced their intention to branch there and
before Bozeman’
s First Security Bank made public their
acquisition o f Security Bank in Three Forks, says Pete
Grobel, senior vice president and credit administrator with
First Community Bank.
First Community’
s Three Forks branch was approved last
spring, but Grobel is quick to explain that his bank is not
“
chickening out.”

BANKING

“
There’
s been a change in
our basic planning,”he adds.
“
It wasn’
t completely the new
banks going ip.”
First Community is just
holding back, finishing the
year and will take a fresh look
in the first quarter o f 2001,
Grobel says. “
There’
s a very
definite possibility that we are
going to be in there. We want
to concentrate on things [in
Glasgow] and, with the added
competition going in, we
thought we should just wait
for now.”
A press release in early
2000 said First Community’
s
assets totaled $135 million,
has six branches and is roughly
half the size o f First Security
Bank, but is considerably
larger than Manhattan State
Bank.
First Community’
s chance
to branch into Three Forks
won’
t last forever, said Chris
Olson, deputy commissioner of
Montana’
s Division o f
Banking and Financial
Institutions. Banks have about a year to establish a branch
after receiving permission from the state, O lson said.

First Security Makes Move
in Other Cities
First Security Bank is also making moves along Montana’
s
Hi-Line and in southern counties. Craig Rehm, president o f
First State Bank in Fort Benton, has verified that his bank
will soon become a branch o f Drummond’
s Bozeman-based
s holding company is Choteau County
bank. First State Bank’
Bancshares Inc.
After being approached by several banks, Rehm says that
First Security Bank was chosen because “
they appeared to be
a mirror image o f us, and they are strong in capital. We have
strong growth in agriculture; they have more in high-tech
and commercial.”
The 20 full-time-equivalent employees in Fort Benton
are expected to remain when the Bozeman bank purchases
the Fort Benton bank.

Last December, InterMountain Bancorp Inc.
purchased First State Bank’
s
holding company, which
also owns an insurance
company in Fort Benton.
Rehm notes that his
state-chartered bank will
operate under that charter
for a year after the acquisi
tion, which should be final
in the summer or fall o f

2001.
O n Montana’
s southern
edge, First Security Bank’
s
holding company, InterMountain Bancorp, is
planning to add West
Yellowstone to its list o f
communities served. In
September, it filed an intent
with the Federal Reserve
Bank to acquire Westbanco,
which owns First Security
Bank o f West Yellowstone.
Drummond explains that
the relationship between
the banks is 20 years old,
with almost 100 percent of
Westbanco’
s com m on stock
owners also controlling nearly 50 percent o f First Security
stock. The merger is attractive because o f the efficiency
gained, he states, adding that because the merger has been
on the table for 10 years, the West Yellowstone bank already
held the name First Security Bank o f West Yellowstone.

Stockman Bank to Acquire
Marquette Bank Montana
Last fall, Stockman Bank reached an agreement with
Marquette Financial Companies to acquire Marquette Bank
Montana, located in Conrad and Cut Bank.
“
We are pleased that the Marquette organization has
given us the opportunity to purchase this bank and expand
our services into new markets. Marquette is a well-managed
organization, and we are excited to becom e part o f these
communities,”says R.C. Lucas, president and chairman of
the board for the holding company, Stockman Financial
Corporation, and also Stockman Bank o f Montana, head
quartered in Miles City.
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The multi-phase acquisition process will begin with
federal regulatory approval. A name change is expected later
this year. The final stages o f the consolidation will be
complete this spring.
“
Customers can look forward to a smooth transition,”
Lucas said. “
When the acquisition is complete, Stockman
Bank in Conrad and Cut Bank will operate as full-service
banks with the same knowledgeable and very capable staffs.”
Though Marquette’
s banks in Cut Bank and Conrad
changed hands in November, Marquette will continue to run
as a separate bank until March 2001 when it becomes part o f
the Stockman Financial Corporation.
Marquette is run as a national bank but will becom e a
state-chartered bank in March, Lucas said.
David A. Zoanni, C E O o f Marquette Bank Montana,
says: “
We are very excited about becoming a member o f the
Stockman Bank organization. We share similar lending and
customer service philosophies, which makes the banks a
good fit for one another. This will result in a seamless
transition for both our customers and employees.”
W hen the Marquette acquisition is complete, Stockman
Financial Corp., the parent company o f Stockman Bank of
Montana, will be a $650 million holding company with 14
full-service locations: Miles City, Conrad, Cut Bank
Glendive, Hysham, Plentywood, Richey, Sidney, Terry,
Wibaux, Worden, and three offices in Billings.
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Stockman Bank announced earlier this year that they had
acquired property in Great Falls with plans to build a fullservice location at some point in the future. According to a
press release, the Great Falls branch will open the fullservice office in late 2001.
Lucas said Stockman will begin construction in March or
April, with a December completion. Stockman has received
a state permit to establish a branch in the Northwest
corridor o f Great Falls, similar to the branch built last year in
Billings Heights. Billings now has three Stockman locations.
Though nobody can pinpoint when, if, or how all the
banking changes will occur nationwide and in Montana, one
thing is sure— more changes are coming this year. Applica
tions have been filed with the FDIC and the Federal
Reserve, which should take the industry through most o f

2001.
It seems that the 1998-2000 theory o f “
bigger is better”
will remain intact, with community banks being gobbled up.
Perhaps we will see an increase in the fairly new trend o f
independent banks, credit unions and brokerage firms
springing up across the country. □
Amy Joyner is a freelance writer based in Missoula, Montana

INTERVIEW

Judy Martz was elected as Montana’
s first female governor on
November 7, 2000. Just four years earlier, she was elected as the
state’
s first female lieutenant governor when she ran with Governor
Marc Racicot.
As lieutenant governor, she was involved in policy development
and problem solving across a wide range of issues. She also served as
chair of the Governor’
s Drought Advisory Council; co-chair of the
Montana-Alberta Boundary Advisory Commission; chair of
Montana’
s Y2K Readiness Council; chair of the Montana Census
Council; chair of the Governor’
s Council on Organ and Tissue
Donor Awareness; and chair of the Governor’
s Summit on Youth/
Montana’
s Promise. During the wildfire season of 2000, she was a
creator of the “
I Care a Ton Program”to help agricultural producers
in need of donated hay for their livestock.
Governor Martz was bom July 28, 1943, in Big Timber,
Montana, to ranching parents. She graduated from Butte High
School in 1961, and attended Eastern Montana College. She was a
member of the 1963 U.S. World Speed Skating Team, and a member
of the U.S. Olympic Speed Skating Team at the 1964 Winter
Games. She was the catalyst for the creation of U.S. High Altitude
Speed Skating Center, located in Butte, and served as the Center’
s
executive director from 1985 to 1989.
Governor Martz worked as a field representative for U.S. Senator
Conrad Bums from 1989 to 1995. She also served as president of
the Butte Chamber of Commerce in the early 1990s. For more than
30 years, she and her husband, Harry Martz, have owned and
operated a commercial solid-waste business in Butte. During these
many years as a small business owner, she became actively involved
in local and statewide economic development issues.

Creating Jobs and Recruiting Businesses
Important for Improving Economy
An Interview with G overnor Judy M artz
On December 6, then Governor'elect Judy
Martz met with Paul Polzin, the Bureaus
director, Shannon Jahrig, editor of the
Montana Business Quarterly, and Barbara
Wainwright, the Bureaus marketing director,
to discuss stated-level economic issues and her
future plans for the administration. Though
shortened somewhat because of space
limitations, the following addresses all the
major points of the interview.

MBQ: What will be your first priority on taking
office in January?
Martz: I will immediately begin to communicate with
both sides o f the aisle on our plans and continue the work
that we started during our campaign. I will look at what we
have to do to change or move the economy along in the
state o f Montana— not ever fooling myself for one minute
that it’
s going to happen in a year, or two years, or three
years, or four. I’
ll be working with what we need in legisla
tion to work toward jobs, education, and tax reform. Those
are the three things I ran on. But jobs are the most impor
t d o jobs without education. My
tant to me, and you can’
main goal is good-paying jobs and retaining the businesses
that we have in Montana.
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MBQ: What are the most
important econom ic issues facing
the state?
M artz: Jobs, good-paying jobs. And
our ranking o f 47* in the nation in
per capita income is not good.

MBQ: Next to jobs, what other
issues are important?

“Yes, I w ill b e a lap
d o g fo r business because
business allow s p e op le to
buy houses, p a y property
taxes, an d im prove the
econ om y A n d yes, I w ill
w ork an d b e a ccu sed o f
that on a daily basis and
b e p rou d o f i t ”

Martz: Education, probably. If you
were going to do it in order o f impor
tance, I would say education and tax
reform go together. They all three go
together, but without good jobs you
can’
t have education. If people don’
t
have good jobs, they can’
t buy homes
and pay property taxes that pay for education. So jobs is No.
1 and then education and tax reform. There are other issues
that are important, and as governor, you don’
t have the
privilege to work on just three issues. The governor actually
works on some 7,000 to 8,000 issues in a year’
s time. I
worked on maybe 4,000 to 5,000 as lieutenant governor. So
you don’
t have the luxury o f only working on one thing. But
my focus is good jobs.

MBQ: H ow are your plans different from the
previous administration’
s plans?
Martz: W hen Marc Racicot came into office, there was a
projected $200 million deficit, w orker’
s compensation was
running in the hole two hundred and some thousand dollars
a day, and welfare was running amok. We were being taxed
in every possible way. Call them fees if you want to, but they
are taxes. Marc had many things he had to straighten out
before we could move forward. It’
s almost like the ship
called Montana was bottoming out as it came into port.
Now we have raised the ship, we have turned it some, and
now w e’
re ready to start to travel out and do something. I
don’
t know that the vision that Marc Racicot had was
different, but being able to do things at that time was
difficult. In the last session, we brought $116 million in tax
cuts— property taxes, gas and oil, business equipment,
vehicle licenses. W hen Marc first came into office, the state
had a $200 million projected deficit. Then, two or three
years later we had a $20 million surplus, which we returned
to the taxpayers. W e’
re able to do some different things now
because o f what Marc has done in the past. I think to come
in with my message right now would have been ludicrous
eight years ago.
MBQ: You’
ve spoken about your experience as a
businessperson and how that’
s helped you develop
your priorities for the administration. H ow will your
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business background help you
run the state?
Martz: Well, first o f all, it’
s not
just my business [Martz Disposal
Service] that I think will be o f value
to me. At our business, I ran the
bookkeeping, solicited customers,
and actually worked on the route for
13 years. In addition to my business,
I was president o f the Chamber of
Commerce in Butte, and I worked
with 750 some businesses on job
retention and on business retention.
So my involvement with businesses
for 32 years has been extensive.

I understand what a half o f a
percent increase in taxes does to a business that’
s almost on
the verge o f going under. These businesses can hang in there
for maybe one more year, but when government says, “
Oh,
just tax businesses another half a percent, they can make
that up,”the business can’
t always pass that on to their
customers. So, I think from the perspective o f knowing what
we do to people instead o f for them, and I know about the
attitude against business in Montana.
We saw some o f that during our campaign, the attitude
toward business. I was told during an interview that I was
going to be perceived as M ontana’
s“
lap dog for industry.”I
said, “
Good, they can perceive me that way.”Yes, I will be a
lap dog for business because business allows people to buy
houses, pay property taxes, and improve the economy. And
yes, I will work and be accused o f that on a daily basis and be
proud o f it.
My husband and I have not had it easy in our business.
We’
re in a business that’
s highly regulated, so we’
re free to do
certain things, but w e’
re only free to operate in a certain area.
There are some rules and guidelines that I fear are stifling to
small business, and I’
ll watch for those things as a small
businessperson myself. My door will always be open to any
business. And I regularly visit businesses around the state.
O ne o f the places where I think we have lapsed in the
administrative branch [such as the governor’
s office], or
even in higher levels o f government, is really knowing what’
s
out there. We have a book that shows us who the manufac
turing companies are and who the small businesses are in
the state o f Montana. But who knows what they do? Have
we actually really gone to see these businesses? I’
ve made it a
practice to go into small communities that have Mom and
Pop businesses and see what they’
re doing.

MBQ: Our state has the reputation o f being un
friendly toward business. What can we do about this?

I
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Martz: W e’
ve got to be much more business-friendly.
One o f the things that I plan to do is make it easier for
businesses to get started. For example, what are the licenses
you need to get into business? W h o do you contact in state
government? What about at the federal level? This type of
information could alleviate the unfriendliness o f the run
around. By the time people have run through three or four
offices trying to find out who to talk to, they’
re frustrated.
And the longer government holds up a business that has a
loan out and wants to start, the more their money is tied up.
Then if they get turned down, you’
ve not only tied it up,
you’
ve spent a lot o f their money. They won’
t return to
Montana to invest.
We also need to look at tax reform. I think it’
s very
important for us to see what we can d o about bringing that
top income tax bracket down. It would be wonderful at
some time if we could get rid o f the income tax— the only
way we could do that is a replacement tax. I’
m not propos
ing a sales tax. A lot o f people fear that I’
m going to com e in
and propose one. That’
s not what I’
m proposing. However, I
don’
t think it’
s a horrible idea. If it’
s the right tax, I think it
should be put on the table. We have people leaving this
state every year who get tired o f trying to do business here.
They go to Wyoming or Nevada, and they buy a con d o
minium or another place so their residence is there and
they’
re not taxed at our state’
s high level. So it might be
more advantageous for those people who are building and
establishing residence in other states to stay right here and
pay lower taxes. There are tax opportunities out there that
we need to look at. If we had them staying here paying some
tax, instead o f leaving here and paying none, that would add
to our bottom line.

you imagine how hard it would be to get the people to vote
to increase that tax? But, I think that there are a lot o f
things we have to look at, too. We can’
t leave counties
insolvent, and we can’
t leave education insolvent. We have
to be sure o f what w e’
re doing.

M BQ: M ontana’
s econom y is diverse, with fast
growing western counties and slow-growing eastern
counties. W hen designing an econom ic plan, how do
you take into consideration these spatial differences?

“
I w ould su pport the
righ t sales tax an d le t it
g o to the vote o f the
p eop le. B u t the sales tax
p rop osa l w ould have to
g o som eth ing lik e this:
g e t rid o f in com e taxes
an d p art o f ou r property
taxes. It w ould have to b e
very sim ple, touch every
taxpayer in som e way,
an d allow M ontanans to
use th eir m on ey in a way
th ey’
ve n o t been able to. ”

MBQ: W hile w e’
re on the subject o f taxes, what is
your position on a sales tax?
Martz: I have made it quite clear during the campaign
that I was never running on a sales tax, but I would support
the right sales tax and let it go to a vote o f the people. But
the sales tax proposal would have to go something like this:
get rid o f income taxes and part o f our property taxes. It
would have to be very simple, touch every taxpayer in some
way, and allow Montanans to use their money in a way
they’
ve not been able to. And it’
s already constitutionally
capped at 4 percent. The only way the sales tax would pass
right now is by the vote o f the people.
MBQ: Is there a chance it would be voted for?
Martz: I think there is a chance. In 1993, Marc took a
stab at it, but the legislation may have been confusing. A
sales tax has to be simple. Then you’
re still going to have
those who worry that it will be raised in two years. Constitu
tionally, it can’
t be raised but by the vote o f the people. Can

Martz: I don’
t believe it’
s government’
s place to be in
charge o f econom ic development. I think our obligation is to
get businesses to com e to Montana and to help communities
get their infrastructure together. And then if there are
communities with the infrastructure to handle a new
business, let those communities go after it. Let privatesector business grow the businesses. Private sector and
government need to work together on incentive plans to
bring businesses to Montana. At the same time, we should
be working together on education so that when we attract a
business, we have an educated workforce with marketable
skills that can go to work for them. It isn’
t government that
creates jobs in the private sector, and w e’
ll have to keep
ourselves mindful o f that all the time. We d o have to make
every incentive available to draw businesses into the state.
Plus, if we’
re going to be giving incentives to out-of-state
companies, we need to be willing to give those kind o f
incentives to in-state companies that want to develop.
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table with as much funding as we can
in good conscience. But I can tell you
“W e’
re p u ttin g a strain
the budget that w e’
re working with
right now is not a very good budget.
on the am ount o f p ow er
So, we’
ll do what we can do. Educa
Martz: We will work very hard with
w e have, y et w e’
re n ot
tion is a priority. I’
m looking every
private sector businesses. And we need
p
rod
u
cin
g
any
m
ore
place
I
can
to
be
able
to fund it.
to get people into colleges o f technol
Higher education wanted some $63
ogy so they can learn the skills for
p ow er ; S o ju s t lik e any
million. We can’
t get there. T here’
s
certain kinds o f businesses. If we want
com m odity, when you
just n o way we can get there. That’
s
to attract businesses here, we need to
have a shortage, the
why it’
s so important to create jobs so
have marketable, skilled laborers,
we have money to fund those things.
especially people to work on computers
p rice is higher\ M ontana
I’
m not crazy that M ontana’
s kids are
with the growth in the high-tech
ju m p ed in to deregulation
paying higher tuition. We need to look
industry. We need to educate them
at increasing the funding in the
here and have them be Montana
m aybe earlier than w e
Montana Tuition Assistance program.
people.
sh ou ld becau se w e can ’
t
re doing some work right now
And w e’
com pete with b ig states
within our budget to find out how far
I want to go to the federal govern
we as an administration can go. I can
ment for grants and to private sector
fo r p ow er rates. B u t
tell you right now it’
s going to be
businesses to help us fund scholarships.
C
alifornia
is
a
b
ig
state
stretching
it.
You
know,
it’
s a mixed
I’
d also love to get some o f the tobacco
bag
because
I
have
professors
from the
money for education. What I really
an d th ey’
re n o ta b le to
university tell me it’
s not more money
want to d o is ask the Legislature to
com pete, either.”
they need. They need better adminis
give us the money to fund a person in
tration o f the money they have. I
Washington, D.C., to help us with
think w e’
ve got some good members of
grants in every area: education,
the Board o f Regents right now, and I think the accountability
highways, health and human services, corrections. We are
is becoming greater on their part, too.
missing out on so much money. I talked to 20 governors
from other states, and Montana is one o f the few states
MBQ: Som e people believe Montana is on the wrong
without a representative in that area. We used to have
side o f the “
digital divide”and that w e are missing out
someone during the Schwinden administration, and I think
on business opportunities because o f Internet infra
we need to revisit that.

MBQ: What role should the
state play in training workers to
attract business to the state?

structure problems. What is your feeling on this?
MBQ: What role does higher education have in
econom ic developm ent and how will you handle the
funding situation?
Martz: Well, I think a couple o f things. First o f all, what
role does higher education have in econom ic development?
Everything. Research and development has to be something
you focus on. It is going to ultimately create jobs in Montana.
I think we have to go to university systems and see what kind
o f research and development is going on and then find out
how it can be advantageous and how we can use that money
to best start to create jobs in the state o f Montana.
O n funding for higher education, I think it’
s no different
than funding for K-12. We need money for education. We
need to think about this: If someone is teaching three credits
in a classroom and getting paid the same as someone w ho’
s
teaching 13 or 16, is that proper use o f the money that’
s
there? I don’
t know. I only have heard that it’
s happened, and
if it is happening, I think we need to question it. We don’
t
have a lot o f control over higher education and the way it’
s
allocated because the Board o f Regents is responsible for that.
But we can make suggestions. W e’
re going to come to the
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Martz: You can argue whether or not w e’
re on the wrong
side o f the digital divide, but I don’
t think w e’
re doing
enough with the Internet. I think we should have something
that’
s called the Montana Country Store, although some
people would say that name is too Western. But we need to
let people know what they can shop for in Montana.
I think we need to continually work on infrastructure
issues. W hen you talk about broadband and redundancy, we
don’
t have enough capabilities to satisfy home businesses.
We have to go out o f state for high-speed access. But I think
we need to look at wireless, digital, and the towers out there.
What can we be doing that w e’
re not doing?

MBQ: Energy prices have increased even more
than predicted. What can the state d o to protect
businesses—especially the state’
s manufacturers— from
these wild price swings now that the industry has
deregulated? H ow can the state protect individual
customers?
Martz: Deregulation is not the cause o f the high prices for

INTERVIEW

energy for businesses. Deregulation has not even really come
into effect in the state o f Montana. W hen it does go into
effect, it will affect residential customers. And that comes
forward in 2002, when PP&L, the company that bought
Montana Power, can raise the rates again for Montana
residents. We have put together a committee to look into
utility rates. The problem isn’
t deregulation, though. It’
s that
there’
s not enough power. And it’
s not that there wasn’
t
enough power this year, it was that the power was so
expensive. Today at 3 p.m., Columbia Falls Aluminum
Company (CFAC) announced that they’
re laying off a
number o f people. [The situation at C F A C has changed
since the interview took place in December. At press
time, CFAC had just announced its plans to shut down
production for the rest o f the year and sell the low-cost
electricity it has under contract from the Bonneville
Power Administration. Employees will receive full pay
and benefits through the end o f 2001 (Great Falls
Tribune, Tuesday, January 23, 2001).]

MBQ: And is that all because o f energy prices?
Martz: Well, it’
s part. It’
s a big part because of energy.
But here deregulation is going to get blamed for that, and
deregulation didn’
t have one thing to do with it. CFAC
doesn’
t draw any power from this region. Their power all
comes from the Bonneville Power Administration, which is
having trouble getting power because they’
re competing with
markets that are competing for the same power in California.
You think about this. If we don’
t add generating plants in the
United States, we’
re going to still be competing for the very
small amount of power that’
s out there. And businesses like
Streaming Solutions, a high-tech operation based in Cut
Bank, are plugging in three or four hundred computers,
printers, copiers, fax machines.
We’
re putting a strain on the amount o f power we have,
yet we’
re not producing any more power. So just like any
commodity, when you have a shortage, the price is higher.
Montana jumped into deregulation maybe earlier than we
should because we can’
t compete with big states for power
rates. But California is a big state and they’
re not able to
compete, either.
This Columbia Falls Aluminum Company, though...1
know that w e’
re going to take some blame, and especially
the Republicans are going to take some blame. But you
have to remember that when we deregulated, it was not a
Republican or a Democratic act, it was bipartisan. They felt
it was the right thing to do. I still think it was the right
thing to do. Six or eight years down the line, I think w e’
re
going to see enough power facilities on the ground
throughout the nation that w e’
re going to be able to
compete for prices. But in the meantime, what do we do
with residential rates that we may see go up in a couple
years? I think we need to see if we can take that increase in

small, incremental amounts over a period o f years. But it’
sa
problem. And, it’
s a problem for econom ic development,
but I still don’
t think we were wrong.

MBQ: Canadian wheat imports are a highly
controversial subject in Montana. What can govern
ment do to protect the state’
s farmers from this
increased competition?
Martz: W e’
re working with the Canadians right now on
those very problems with the Vision 2005 Task Force and
the Governor’
s Council on Agriculture. W e’
re communi
cating. I chair the Montana-Alberta Boundary Advisory
Commission with one o f the Albertans, and we work on
border crossings, on education, on trucks’weights, lengths
o f trucks, and on tourism. We work on every issue that
crosses the border. I worked for Sen. Bums for seven years
and I can’
t tell you how many phone calls I had that said, “
I
live right here on the border or wherever and I see Cana
dian trucks going past with cattle in their trucks.”Well, as
few as two or three years ago we had maybe 1,000 head of
cattle going into Canada. This year, because o f the North
west Cattle Project, we expect 200,000 head o f cattle to
cross the Canadian border into their feedlots over there and
to their packing plants. So w e’
re starting to see our side
going there, too, and they are one o f our biggest trading
markets.
And this year, the grain growers came together with the
stock growers at the conference in Great Falls. And then I
spoke to the woolgrowers on the following two days. The
groups are really upbeat and the conversation, the dialogue,
is back and forth now where before it was pretty much
dialogue on our side. I think the people in all o f these
markets don’
t want a free trade agreement, they want a fair
trade agreement. And that’
s what w e’
re working toward,
fairness for both sides.

MBQ: To what do you attribute your win? What do
you think Montana voters were saying with their
votes to you?
Martz: Several things. I think first o f all our message was
right. We knew that good jobs, education, and tax reform
were the top three issues in the state o f Montana. We
polled those things over and over and over. And that’
s
really where our hearts are, too.
I think I trusted the Montana people and tried to stay
away from any negativity. There were some things that
lined up for us. We received some votes because o f George
Bush, how many I don’
t know. We received some votes
because o f Marc Racicot, how many I don’
t know. But I still
know this: It doesn’
t matter where they came from because
we won. And the Montana people spoke. So now we just
have to do what we said w e’
d do.O
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